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Subpart A—Scope and Purpose
§ 1000.1 Scope and purpose of this part

1000.
This part sets forth certain terms,

definitions, and provisions which shall
be common to and apply to Federal
milk marketing order in 7 CFR, chap-
ter X, except as specifically defined
otherwise, or modified, or otherwise
provided, in an individual order in 7
CFR, chapter X.

Subpart B—Definitions
§ 1000.2 General definitions.

(a) Act means Public Act No. 10, 73d
Congress, as amended and as reenacted
and amended by the Agricultural Mar-
keting Agreement Act of 1937, as
amended (7 U.S.C. 601 et seq.).

(b) Order or Federal milk order means
the applicable part of 7 CFR, chapter
X, issued pursuant to Section 8c of the
Act as a Federal milk marketing order
(as amended).

(c) Department means the U.S. De-
partment of Agriculture.

(d) Secretary means the Secretary of
Agriculture of the United States or any
officer or employee of the Department
to whom authority has heretofore been
delegated, or to whom authority may
hereafter be delegated, to act in his
stead.
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(e) Person means any individual, part-
nership, corporation, association, or
other business unit.

§ 1000.3 Route disposition.

Route disposition means a delivery to
a retail or wholesale outlet (except a
plant), either directly or through any
distribution facility (including disposi-
tion from a plant store, vendor, or
vending machine) of a fluid milk prod-
uct in consumer-type packages or dis-
penser units classified as Class I milk.

§ 1000.4 Plant.

(a) Except as provided in paragraph
(b) of this section, plant means the
land, buildings, facilities, and equip-
ment constituting a single operating
unit or establishment at which milk or
milk products are received, processed,
or packaged, including a facility de-
scribed in paragraph (b)(2) of this sec-
tion if the facility receives the milk of
more than one dairy farmer.

(b) Plant shall not include:
(1) A separate building without sta-

tionary storage tanks that is used only
as a reload point for transferring bulk
milk from one tank truck to another
or a separate building used only as a
distribution point for storing packaged
fluid milk products in transit for route
disposition; or

(2) An on-farm facility operated as
part of a single dairy farm entity for
the separation of cream and skim or
the removal of water from milk.

§ 1000.5 Distributing plant.

Distributing plant means a plant that
is approved by a duly constituted regu-
latory agency for the handling of Grade
A milk at which fluid milk products
are processed or packaged and from
which there is route disposition or
transfers of packaged fluid milk prod-
ucts to other plants.

§ 1000.6 Supply plant.

Supply plant means a plant approved
by a duly constituted regulatory agen-
cy for the handling of Grade A milk
that receives milk directly from dairy
farmers and transfers or diverts fluid
milk products to other plants or manu-
factures dairy products on its premises.

§ 1000.8 Nonpool plant.
Nonpool plant means any milk receiv-

ing, manufacturing, or processing plant
other than a pool plant. The following
categories of nonpool plants are fur-
ther defined as follows:

(a) A plant fully regulated under an-
other Federal order means a plant that
is fully subject to the pricing and pool-
ing provisions of another Federal
order.

(b) Producer-handler plant means a
plant operated by a producer-handler
as defined under any Federal order.

(c) Partially regulated distributing
plant means a nonpool plant that is not
a plant fully regulated under another
Federal order, a producer-handler
plant, or an exempt plant, from which
there is route disposition in the mar-
keting area during the month.

(d) Unregulated supply plant means a
supply plant that does not qualify as a
pool supply plant and is not a plant
fully regulated under another Federal
order, a producer-handler plant, or an
exempt plant.

(e) An exempt plant means a plant de-
scribed in this paragraph that is ex-
empt from the pricing and pooling pro-
visions of any order provided that the
operator of the plant files reports as
prescribed by the market adminis-
trator of any marketing area in which
the plant distributes packaged fluid
milk products to enable determination
of the handler’s exempt status:

(1) A plant that is operated by a gov-
ernmental agency that has no route
disposition in commercial channels;

(2) A plant that is operated by a duly
accredited college or university dis-
posing of fluid milk products only
through the operation of its own facili-
ties with no route disposition in com-
mercial channels;

(3) A plant from which the total
route disposition is for individuals or
institutions for charitable purposes
without remuneration; or

(4) A plant that has route disposition
and packaged sales of fluid milk prod-
ucts to other plants of 150,000 pounds or
less during the month.

§ 1000.9 Handler.
Handler means:
(a) Any person who operates a pool

plant or a nonpool plant.
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(b) Any person who receives packaged
fluid milk products from a plant for re-
sale and distribution to retail or whole-
sale outlets, any person who as a
broker negotiates a purchase or sale of
fluid milk products or fluid cream
products from or to any pool or
nonpool plant, and any person who by
purchase or direction causes milk of
producers to be picked up at the farm
and/or moved to a plant. Persons who
qualify as handlers only under this
paragraph under any Federal milk
order are not subject to the payment
provisions of §§lll.70, lll.71,
lll.72, lll.73, lll.76, and
lll.85 of that order.

(c) Any cooperative association with
respect to milk that it receives for its
account from the farm of a producer
and delivers to pool plants or diverts to
nonpool plants pursuant to §lll.13 of
the order. The operator of a pool plant
receiving milk from a cooperative asso-
ciation may be the handler for such
milk if both parties notify the market
administrator of this agreement prior
to the time that the milk is delivered
to the pool plant and the plant oper-
ator purchases the milk on the basis of
farm bulk tank weights and samples.

§ 1000.14 Other source milk.
Other source milk means all skim milk

and butterfat contained in or rep-
resented by:

(a) Receipts of fluid milk products
and bulk fluid cream products from
any source other than producers, han-
dlers described in § 1000.9(c) and
§ 1135.11, or pool plants;

(b) Products (other than fluid milk
products, fluid cream products, and
products produced at the plant during
the same month) from any source
which are reprocessed, converted into,
or combined with another product in
the plant during the month; and

(c) Receipts of any milk product
(other than a fluid milk product or a
fluid cream product) for which the han-
dler fails to establish a disposition.

§ 1000.15 Fluid milk product.
(a) Except as provided in paragraph

(b) of this section, fluid milk product
means any milk products in fluid or
frozen form containing less than 9 per-
cent butterfat that are intended to be

used as beverages. Such products in-
clude, but are not limited to: Milk, fat-
free milk, lowfat milk, light milk, re-
duced fat milk, milk drinks, eggnog
and cultured buttermilk, including any
such beverage products that are fla-
vored, cultured, modified with added
nonfat milk solids, sterilized, con-
centrated, or reconstituted. As used in
this part, the term concentrated milk
means milk that contains not less than
25.5 percent, and not more than 50 per-
cent, total milk solids.

(b) The term fluid milk product shall
not include:

(1) Plain or sweetened evaporated
milk/skim milk, sweetened condensed
milk/skim milk, formulas especially
prepared for infant feeding or dietary
use (meal replacement) that are pack-
aged in hermetically-sealed containers,
any product that contains by weight
less than 6.5 percent nonfat milk sol-
ids, and whey; and

(2) The quantity of skim milk equiva-
lent in any modified product specified
in paragraph (a) of this section that is
greater than an equal volume of an un-
modified product of the same nature
and butterfat content.

§ 1000.16 Fluid cream product.

Fluid cream product means cream
(other than plastic cream or frozen
cream), including sterilized cream, or a
mixture of cream and milk or skim
milk containing 9 percent or more but-
terfat, with or without the addition of
other ingredients.

§ 1000.17 [Reserved]

§ 1000.18 Cooperative association.

Cooperative association means any co-
operative marketing association of
producers which the Secretary deter-
mines is qualified under the provisions
of the Capper-Volstead Act, has full au-
thority in the sale of milk of its mem-
bers, and is engaged in marketing milk
or milk products for its members. A
federation of 2 or more cooperatives in-
corporated under the laws of any state
will be considered a cooperative asso-
ciation under any Federal milk order if
all member cooperatives meet the re-
quirements of this section.
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§ 1000.19 Commercial food processing
establishment.

Commercial food processing establish-
ment means any facility, other than a
milk plant, to which fluid milk prod-
ucts and fluid cream products are dis-
posed of, or producer milk is diverted,
that uses such receipts as ingredients
in food products and has no other dis-
position of fluid milk products other
than those received in consumer-type
packages (1 gallon or less). Producer
milk diverted to commercial food proc-
essing establishments shall be subject
to the same provisions relating to di-
versions to plants, including, but not
limited to, §§lll.13 and lll.52 of
each Federal milk order.

Subpart C—Rules of Practice and
Procedure Governing Market
Administrators

§ 1000.25 Market administrator.

(a) Designation. The agency for the
administration of the order shall be a
market administrator selected by the
Secretary and subject to removal at
the Secretary’s discretion. The market
administrator shall be entitled to com-
pensation determined by the Secretary.

(b) Powers. The market administrator
shall have the following powers with
respect to each order under his/her ad-
ministration:

(1) Administer the order in accord-
ance with its terms and provisions;

(2) Maintain and invest funds outside
of the United States Department of the
Treasury for the purpose of admin-
istering the order;

(3) Make rules and regulations to ef-
fectuate the terms and provisions of
the order;

(4) Receive, investigate, and report
complaints of violations to the Sec-
retary; and

(5) Recommend amendments to the
Secretary.

(c) Duties. The market administrator
shall perform all the duties necessary
to administer the terms and provisions
of each order under his/her administra-
tion, including, but not limited to, the
following:

(1) Employ and fix the compensation
of persons necessary to enable him/her

to exercise the powers and perform the
duties of the office;

(2) Pay out of funds provided by the
administrative assessment, except ex-
penses associated with functions for
which the order provides a separate
charge, all expenses necessarily in-
curred in the maintenance and func-
tioning of the office and in the per-
formance of the duties of the office, in-
cluding the market administrator’s
compensation;

(3) Keep records which will clearly re-
flect the transactions provided for in
the order and upon request by the Sec-
retary, surrender the records to a suc-
cessor or such other person as the Sec-
retary may designate;

(4) Furnish information and reports
requested by the Secretary and submit
office records for examination by the
Secretary;

(5) Announce publicly at his/her dis-
cretion, unless otherwise directed by
the Secretary, by such means as he/she
deems appropriate, the name of any
handler who, after the date upon which
the handler is required to perform such
act, has not:

(i) Made reports required by the
order;

(ii) Made payments required by the
order; or

(iii) Made available records and fa-
cilities as required pursuant to
§ 1000.27;

(6) Prescribe reports required of each
handler under the order. Verify such
reports and the payments required by
the order by examining records (includ-
ing such papers as copies of income tax
reports, fiscal and product accounts,
correspondence, contracts, documents
or memoranda of the handler, and the
records of any other persons that are
relevant to the handler’s obligation
under the order), by examining such
handler’s milk handling facilities, and
by such other investigation as the mar-
ket administrator deems necessary for
the purpose of ascertaining the correct-
ness of any report or any obligation
under the order. Reclassify skim milk
and butterfat received by any handler
if such examination and investigation
discloses that the original classifica-
tion was incorrect;
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(7) Furnish each regulated handler a
written statement of such handler’s ac-
counts with the market administrator
promptly each month. Furnish a cor-
rected statement to such handler if
verification discloses that the original
statement was incorrect; and

(8) Prepare and disseminate publicly
for the benefit of producers, handlers,
and consumers such statistics and
other information concerning oper-
ation of the order and facts relevant to
the provisions thereof (or proposed pro-
visions) as do not reveal confidential
information.

Subpart D—Rules Governing Order
Provisions

§ 1000.26 Continuity and separability
of provisions.

(a) Effective time. The provisions of
the order or any amendment to the
order shall become effective at such
time as the Secretary may declare and
shall continue in force until suspended
or terminated.

(b) Suspension or termination. The Sec-
retary shall suspend or terminate any
or all of the provisions of the order
whenever he/she finds that such provi-
sion(s) obstructs or does not tend to ef-
fectuate the declared policy of the Act.
The order shall terminate whenever
the provisions of the Act authorizing it
cease to be in effect.

(c) Continuing obligations. If upon the
suspension or termination of any or all
of the provisions of the order there are
any obligations arising under the
order, the final accrual or ascertain-
ment of which requires acts by any
handler, by the market administrator
or by any other person, the power and
duty to perform such further acts shall
continue notwithstanding such suspen-
sion or termination.

(d) Liquidation. (1) Upon the suspen-
sion or termination of any or all provi-
sions of the order the market adminis-
trator, or such other liquidating agent
designated by the Secretary, shall, if so
directed by the Secretary, liquidate the
business of the market administrator’s
office, dispose of all property in his/her
possession or control, including ac-
counts receivable, and execute and de-
liver all assignments or other instru-

ments necessary or appropriate to ef-
fectuate any such disposition; and

(2) If a liquidating agent is so des-
ignated, all assets and records of the
market administrator shall be trans-
ferred promptly to such liquidating
agent. If, upon such liquidation, the
funds on hand exceed the amounts re-
quired to pay outstanding obligations
of the office of the market adminis-
trator and to pay necessary expenses of
liquidation and distribution, such ex-
cess shall be distributed to contrib-
uting handlers and producers in an eq-
uitable manner.

(e) Separability of provisions. If any
provision of the order or its application
to any person or circumstances is held
invalid, the application of such provi-
sion and of the remaining provisions of
the order to other persons or cir-
cumstances shall not be affected there-
by.

Subpart E—Rules of Practice and
Procedure Governing Handlers

§ 1000.27 Handler responsibility for
records and facilities.

Each handler shall maintain and re-
tain records of its operations and make
such records and its facilities available
to the market administrator. If ade-
quate records of a handler, or of any
other persons, that are relevant to the
obligation of such handler are not
maintained and made available, any
skim milk and butterfat required to be
reported by such handler for which ade-
quate records are not available shall be
considered as used in the highest-
priced class.

(a) Records to be maintained. (1) Each
handler shall maintain records of its
operations (including, but not limited
to, records of purchases, sales, proc-
essing, packaging, and disposition) as
are necessary to verify whether such
handler has any obligation under the
order and if so, the amount of such ob-
ligation. Such records shall be such as
to establish for each plant or other re-
ceiving point for each month:

(i) The quantities of skim milk and
butterfat contained in, or represented
by, products received in any form, in-
cluding inventories on hand at the be-
ginning of the month, according to
form, time, and source of each receipt;
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(ii) The utilization of all skim milk
and butterfat showing the respective
quantities of such skim milk and but-
terfat in each form disposed of or on
hand at the end of the month; and

(iii) Payments to producers, dairy
farmers, and cooperative associations,
including the amount and nature of
any deductions and the disbursement
of money so deducted.

(2) Each handler shall keep such
other specific records as the market
administrator deems necessary to
verify or establish such handler’s obli-
gation under the order.

(b) Availability of records and facilities.
Each handler shall make available all
records pertaining to such handler’s
operations and all facilities the market
administrator finds are necessary to
verify the information required to be
reported by the order and/or to ascer-
tain such handler’s reporting, mone-
tary, or other obligation under the
order. Each handler shall permit the
market administrator to weigh, sam-
ple, and test milk and milk products
and observe plant operations and
equipment and make available to the
market administrator such facilities as
are necessary to carry out his/her du-
ties.

(c) Retention of records. All records re-
quired under the order to be made
available to the market administrator
shall be retained by the handler for a
period of 3 years to begin at the end of
the month to which such records per-
tain. If, within such 3-year period, the
market administrator notifies the han-
dler in writing that the retention of
such records, or of specified records, is
necessary in connection with a pro-
ceeding under section 8c(15)(A) of the
Act or a court action specified in such
notice, the handler shall retain such
records, or specified records, until fur-
ther written notification from the mar-
ket administrator. The market admin-
istrator shall give further written noti-
fication to the handler promptly upon
the termination of the litigation or
when the records are no longer nec-
essary in connection therewith.

§ 1000.28 Termination of obligations.
(a) Except as provided in paragraphs

(b) and (c) of this section, the obliga-
tion of any handler to pay money re-

quired to be paid under the terms of
the order shall terminate 2 years after
the last day of the month during which
the market administrator receives the
handler’s report of receipts and utiliza-
tion on which such obligation is based,
unless within such 2-year period, the
market administrator notifies the han-
dler in writing that such money is due
and payable. Service of such written
notice shall be complete upon mailing
to the handler’s last known address
and it shall contain, but need not be
limited to, the following information:

(1) The amount of the obligation;
(2) The month(s) on which such obli-

gation is based; and
(3) If the obligation is payable to one

or more producers or to a cooperative
association, the name of such pro-
ducer(s) or such cooperative associa-
tion, or if the obligation is payable to
the market administrator, the account
for which it is to be paid.

(b) If a handler fails or refuses, with
respect to any obligation under the
order, to make available to the market
administrator all records required by
the order to be made available, the
market administrator may notify the
handler in writing, within the 2-year
period provided for in paragraph (a) of
this section, of such failure or refusal.
If the market administrator so notifies
a handler, the said 2-year period with
respect to such obligation shall not
begin to run until the first day of the
month following the month during
which all such records pertaining to
such obligation are made available to
the market administrator.

(c) Notwithstanding the provisions of
paragraphs (a) and (b) of this section, a
handler’s obligation under the order to
pay money shall not be terminated
with respect to any transaction involv-
ing fraud or willful concealment of a
fact, material to the obligation, on the
part of the handler against whom the
obligation is sought to be imposed.

(d) Unless the handler files a petition
pursuant to section 8c(15)(A) of the Act
and the applicable rules and regula-
tions (7 CFR 900.50 through 900.71) with-
in the applicable 2-year period indi-
cated below, the obligation of the mar-
ket administrator:

(1) To pay a handler any money
which such handler claims is due under
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the terms of the order shall terminate
2 years after the end of the month dur-
ing which the skim milk and butterfat
involved in the claim were received; or

(2) To refund any payment made by a
handler (including a deduction or offset
by the market administrator) shall ter-
minate 2 years after the end of the
month during which payment was
made by the handler.

Subpart F—Classification of Milk
§ 1000.40 Classes of utilization.

Except as provided in § 1000.42, all
skim milk and butterfat required to be
reported pursuant to §——.30 of each
Federal milk order shall be classified
as follows:

(a) Class I milk shall be all skim milk
and butterfat:

(1) Disposed of in the form of fluid
milk products, except as otherwise pro-
vided in this section;

(2) In packaged fluid milk products in
inventory at the end of the month; and

(3) In shrinkage assigned pursuant to
§ 1000.43(b).

(b) Class II milk shall be all skim milk
and butterfat:

(1) In fluid milk products in con-
tainers larger than 1 gallon and fluid
cream products disposed of or diverted
to a commercial food processing estab-
lishment if the market administrator
is permitted to audit the records of the
commercial food processing establish-
ment for the purpose of verification.
Otherwise, such uses shall be Class I;

(2) Used to produce:
(i) Cottage cheese, lowfat cottage

cheese, dry curd cottage cheese, ricotta
cheese, pot cheese, Creole cheese, and
any similar soft, high-moisture cheese
resembling cottage cheese in form or
use;

(ii) Milkshake and ice milk mixes (or
bases), frozen desserts, and frozen des-
sert mixes distributed in half-gallon
containers or larger and intended to be
used in soft or semi-solid form;

(iii) Aerated cream, frozen cream,
sour cream, sour half-and-half, sour
cream mixtures containing nonmilk
items, yogurt, and any other semi-solid
product resembling a Class II product;

(iv) Custards, puddings, pancake
mixes, coatings, batter, and similar
products;

(v) Buttermilk biscuit mixes and
other buttermilk for baking that con-
tain food starch in excess of 2% of the
total solids, provided that the product
is labeled to indicate the food starch
content;

(vi) Formulas especially prepared for
infant feeding or dietary use (meal re-
placement) that are packaged in her-
metically-sealed containers;

(vii) Candy, soup, bakery products
and other prepared foods which are
processed for general distribution to
the public, and intermediate products,
including sweetened condensed milk,
to be used in processing such prepared
food products;

(viii) A fluid cream product or any
product containing artificial fat or fat
substitutes that resembles a fluid
cream product, except as otherwise
provided in paragraph (c) of this sec-
tion; and

(ix) Any product not otherwise speci-
fied in this section; and

(3) In shrinkage assigned pursuant to
§ 1000.43(b).

(c) Class III milk shall be all skim
milk and butterfat:

(1) Used to produce:
(i) Cream cheese and other

spreadable cheeses, and hard cheese of
types that may be shredded, grated, or
crumbled;

(ii) Plastic cream, anhydrous
milkfat, and butteroil; and

(iii) Evaporated or sweetened con-
densed milk in a consumer-type pack-
age; and

(2) In shrinkage assigned pursuant to
§ 1000.43(b).

(d) Class IV milk shall be all skim
milk and butterfat:

(1) Used to produce:
(i) Butter; and
(ii) Any milk product in dried form;
(2) In inventory at the end of the

month of fluid milk products and fluid
cream products in bulk form;

(3) In the skim milk equivalent of
nonfat milk solids used to modify a
fluid milk product that has not been
accounted for in Class I; and

(4) In shrinkage assigned pursuant to
§ 1000.43(b).

(e) Other uses. Other uses include
skim milk and butterfat used in any
product described in this section that
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is dumped, used for animal feed, de-
stroyed, or lost by a handler in a vehic-
ular accident, flood, fire, or similar oc-
currence beyond the handler’s control.
Such uses of skim milk and butterfat
shall be assigned to the lowest priced
class for the month to the extent that
the quantities destroyed or lost can be
verified from records satisfactory to
the market administrator.

§ 1000.41 [Reserved]

§ 1000.42 Classification of transfers
and diversions.

(a) Transfers and diversions to pool
plants. Skim milk or butterfat trans-
ferred or diverted in the form of a fluid
milk product or transferred in the form
of a bulk fluid cream product from a
pool plant or a handler described in
§ 1135.11 of this chapter to another pool
plant shall be classified as Class I milk
unless the handlers both request the
same classification in another class. In
either case, the classification shall be
subject to the following conditions:

(1) The skim milk and butterfat clas-
sified in each class shall be limited to
the amount of skim milk and but-
terfat, respectively, remaining in such
class at the receiving plant after the
computations pursuant to § 1000.44(a)(9)
and the corresponding step of
§ 1000.44(b);

(2) If the transferring plant received
during the month other source milk to
be allocated pursuant to § 1000.44(a)(3)
or the corresponding step of § 1000.44(b),
the skim milk or butterfat so trans-
ferred shall be classified so as to allo-
cate the least possible Class I utiliza-
tion to such other source milk; and

(3) If the transferring handler re-
ceived during the month other source
milk to be allocated pursuant to
§ 1000.44(a)(8) or (9) or the corresponding
steps of § 1000.44(b), the skim milk or
butterfat so transferred, up to the total
of the skim milk and butterfat, respec-
tively, in such receipts of other source
milk, shall not be classified as Class I
milk to a greater extent than would be
the case if the other source milk had
been received at the receiving plant.

(b) Transfers and diversions to a plant
regulated under another Federal order.
Skim milk or butterfat transferred or
diverted in the form of a fluid milk

product or transferred in the form of a
bulk fluid cream product from a pool
plant to a plant regulated under an-
other Federal order shall be classified
in the following manner. Such classi-
fication shall apply only to the skim
milk or butterfat that is in excess of
any receipts at the pool plant from a
plant regulated under another Federal
order of skim milk and butterfat, re-
spectively, in fluid milk products and
bulk fluid cream products, respec-
tively, that are in the same category as
described in paragraph (b)(1) or (2) of
this section:

(1) As Class I milk, if transferred as
packaged fluid milk products;

(2) If transferred or diverted in bulk
form, classification shall be in the
classes to which allocated under the
other order:

(i) If the operators of both plants so
request in their reports of receipts and
utilization filed with their respective
market administrators, transfers in
bulk form shall be classified as other
than Class I to the extent that such
utilization is available for such classi-
fication pursuant to the allocation pro-
visions of the other order;

(ii) If diverted, the diverting handler
must request a classification other
than Class I. If the plant receiving the
diverted milk does not have sufficient
utilization available for the requested
classification and some of the diverted
milk is consequently assigned to Class
I use, the diverting handler shall be
given the option of designating the en-
tire load of diverted milk as producer
milk at the plant physically receiving
the milk. Alternatively, if the divert-
ing handler so chooses, it may des-
ignate which dairy farmers whose milk
was diverted during the month will be
designated as producers under the
order physically receiving the milk. If
the diverting handler declines to ac-
cept either of these options, the mar-
ket administrator will prorate the por-
tion of diverted milk in excess of Class
II, III, and IV use among all the dairy
farmers whose milk was received from
the diverting handler on the last day of
the month, then the second-to-last day,
and continuing in that fashion until
the excess diverted milk has been as-
signed as producer milk under the re-
ceiving order; and
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(iii) If information concerning the
classes to which such transfers or di-
versions were allocated under the other
order is not available to the market ad-
ministrator for the purpose of estab-
lishing classification under this para-
graph, classification shall be Class I,
subject to adjustment when such infor-
mation is available.

(c) Transfers and diversions to pro-
ducer-handlers and to exempt plants.
Skim milk or butterfat that is trans-
ferred or diverted from a pool plant to
a producer-handler under any Federal
order or to an exempt plant shall be
classified:

(1) As Class I milk if transferred or
diverted to a producer-handler;

(2) As Class I milk if transferred to
an exempt plant in the form of a pack-
aged fluid milk product; and

(3) In accordance with the utilization
assigned to it by the market adminis-
trator if transferred or diverted in the
form of a bulk fluid milk product or
transferred in the form of a bulk fluid
cream product to an exempt plant. For
this purpose, the receiving handler’s
utilization of skim milk and butterfat
in each class, in series beginning with
Class IV, shall be assigned to the ex-
tent possible to its receipts of skim
milk and butterfat, in bulk fluid cream
products, and bulk fluid milk products,
respectively, pro rata to each source.

(d) Transfers and diversions to other
nonpool plants. Skim milk or butterfat
transferred or diverted in the following
forms from a pool plant to a nonpool
plant that is not a plant regulated
under another order, an exempt plant,
or a producer-handler plant shall be
classified:

(1) As Class I milk, if transferred in
the form of a packaged fluid milk prod-
uct; and

(2) As Class I milk, if transferred or
diverted in the form of a bulk fluid
milk product or transferred in the form
of a bulk fluid cream product, unless
the following conditions apply:

(i) If the conditions described in
paragraphs (d)(2)(i)(A) and (B) of this
section are met, transfers or diversions
in bulk form shall be classified on the
basis of the assignment of the nonpool
plant’s utilization, excluding the milk
equivalent of both nonfat milk solids
and concentrated milk used in the

plant during the month, to its receipts
as set forth in paragraphs (d)(2)(ii)
through (viii) of this section:

(A) The transferring handler or di-
verting handler claims such classifica-
tion in such handler’s report of receipts
and utilization filed pursuant to
§ll.30 of each Federal milk order for
the month within which such trans-
action occurred; and

(B) The nonpool plant operator main-
tains books and records showing the
utilization of all skim milk and but-
terfat received at such plant which are
made available for verification pur-
poses if requested by the market ad-
ministrator;

(ii) Route disposition in the mar-
keting area of each Federal milk order
from the nonpool plant and transfers of
packaged fluid milk products from
such nonpool plant to plants fully reg-
ulated thereunder shall be assigned to
the extent possible in the following se-
quence:

(A) Pro rata to receipts of packaged
fluid milk products at such nonpool
plant from pool plants;

(B) Pro rata to any remaining unas-
signed receipts of packaged fluid milk
products at such nonpool plant from
plants regulated under other Federal
orders;

(C) Pro rata to receipts of bulk fluid
milk products at such nonpool plant
from pool plants; and

(D) Pro rata to any remaining unas-
signed receipts of bulk fluid milk prod-
ucts at such nonpool plant from plants
regulated under other Federal orders;

(iii) Any remaining Class I disposi-
tion of packaged fluid milk products
from the nonpool plant shall be as-
signed to the extent possible pro rata
to any remaining unassigned receipts
of packaged fluid milk products at
such nonpool plant from pool plants
and plants regulated under other Fed-
eral orders;

(iv) Transfers of bulk fluid milk prod-
ucts from the nonpool plant to a plant
regulated under any Federal order, to
the extent that such transfers to the
regulated plant exceed receipts of fluid
milk products from such plant and are
allocated to Class I at the receiving
plant, shall be assigned to the extent
possible in the following sequence:
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(A) Pro rata to receipts of fluid milk
products at such nonpool plant from
pool plants; and

(B) Pro rata to any remaining unas-
signed receipts of fluid milk products
at such nonpool plant from plants reg-
ulated under other Federal orders;

(v) Any remaining unassigned Class I
disposition from the nonpool plant
shall be assigned to the extent possible
in the following sequence:

(A) To such nonpool plant’s receipts
from dairy farmers who the market ad-
ministrator determines constitute reg-
ular sources of Grade A milk for such
nonpool plant; and

(B) To such nonpool plant’s receipts
of Grade A milk from plants not fully
regulated under any Federal order
which the market administrator deter-
mines constitute regular sources of
Grade A milk for such nonpool plant;

(vi) Any remaining unassigned re-
ceipts of bulk fluid milk products at
the nonpool plant from pool plants and
plants regulated under other Federal
orders shall be assigned, pro rata
among such plants, to the extent pos-
sible first to any remaining Class I uti-
lization and then to all other utiliza-
tion, in sequence beginning with Class
IV at such nonpool plant;

(vii) Receipts of bulk fluid cream
products at the nonpool plant from
pool plants and plants regulated under
other Federal orders shall be assigned,
pro rata among such plants, to the ex-
tent possible to any remaining utiliza-
tion, in sequence beginning with Class
IV at such nonpool plant; and

(viii) In determining the nonpool
plant’s utilization for purposes of this
paragraph, any fluid milk products and
bulk fluid cream products transferred
from such nonpool plant to a plant not
fully regulated under any Federal order
shall be classified on the basis of the
second plant’s utilization using the
same assignment priorities at the sec-
ond plant that are set forth in this
paragraph.

§ 1000.43 General classification rules.
In determining the classification of

producer milk pursuant to § 1000.44, the
following rules shall apply:

(a) Each month the market adminis-
trator shall correct for mathematical
and other obvious errors all reports

filed pursuant to §ll.30 of each Fed-
eral milk order and shall compute sep-
arately for each pool plant, for each
handler described in § 1000.9(c) and
§ 1135.11 of this chapter, the pounds of
skim milk and butterfat, respectively,
in each class in accordance with
§§ 1000.40 and 1000.42, and paragraph (b)
of this section.

(b) Shrinkage and Overage. For pur-
poses of classifying all milk reported
by a handler pursuant to §ll.30 of
each Federal milk order the market
administrator shall determine the
shrinkage or overage of skim milk and
butterfat for each pool plant and each
handler described in § 1000.9(c) and
§ 1135.11 of this chapter by subtracting
total utilization from total receipts.
Any positive difference shall be shrink-
age, and any negative difference shall
be overage.

(1) Shrinkage incurred by pool plants
qualified pursuant to §ll.7 of any
Federal milk order shall be assigned to
the lowest-priced class to the extent
that such shrinkage does not exceed:

(i) Two percent of the total quantity
of milk physically received at the
plant directly from producers’ farms on
the basis of farm weights and tests;

(ii) Plus 1.5 percent of the quantity of
bulk milk physically received on a
basis other than farm weights and
tests, excluding concentrated milk re-
ceived by agreement for other than
Class I use;

(iii) Plus .5 percent of the quantity of
milk diverted by the plant operator to
another plant on a basis other than
farm weights and tests; and

(iv) Minus 1.5 percent of the quantity
of bulk milk transferred to other
plants, excluding concentrated milk
transferred by agreement for other
than Class I use.

(2) A handler described in § 1000.9(c)
or § 1135.11 of this chapter that delivers
milk to plants on a basis other than
farm weights and tests shall receive a
lowest-priced-class shrinkage allow-
ance of .5 percent of the total quantity
of such milk picked up at producers’
farms.

(3) Shrinkage in excess of the
amounts provided in paragraphs (b)(1)
and (2) of this section shall be assigned
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to existing utilization in series start-
ing with Class I. The shrinkage as-
signed pursuant to this paragraph shall
be added to the handler’s reported uti-
lization and the result shall be known
as the gross utilization in each class.

(c) If any of the water contained in
the milk from which a product is made
is removed before the product is uti-
lized or disposed of by the handler, the
pounds of skim milk in such product
that are to be considered under this
part as used or disposed of by the han-
dler shall be an amount equivalent to
the nonfat milk solids contained in
such product plus all of the water
originally associated with such solids.

(d) Skim milk and butterfat con-
tained in receipts of bulk concentrated
fluid milk and nonfluid milk products
that are reconstituted for fluid use
shall be assigned to Class I use, up to
the reconstituted portion of labeled re-
constituted fluid milk products, on a
pro rata basis (except for any Class I
use of specific concentrated receipts
that is established by the handler)
prior to any assignments under
§ 1000.44. Any remaining skim milk and
butterfat in concentrated receipts shall
be assigned to uses under § 1000.44 on a
pro rata basis, unless a specific use of
such receipts is established by the han-
dler.

§ 1000.44 Classification of producer
milk.

For each month the market adminis-
trator shall determine for each handler
described in § 1000.9(a) for each pool
plant of the handler separately and for
each handler described in § 1000.9(c) and
§ 1135.11 of this chapter the classifica-
tion of producer milk by allocating the
handler’s receipts of skim milk and
butterfat to the handler’s gross utiliza-
tion of such receipts pursuant to
§ 1000.43(b)(3) as follows:

(a) Skim milk shall be allocated in
the following manner:

(1) Subtract from the pounds of skim
milk in Class I the pounds of skim
milk in:

(i) Receipts of packaged fluid milk
products from an unregulated supply
plant to the extent that an equivalent
amount of skim milk disposed of to
such plant by handlers fully regulated
under any Federal order is classified

and priced as Class I milk and is not
used as an offset for any other payment
obligation under any order;

(ii) Packaged fluid milk products in
inventory at the beginning of the
month. This paragraph shall apply only
if the pool plant was subject to the pro-
visions of this paragraph or comparable
provisions of another Federal order in
the immediately preceding month;

(iii) Fluid milk products received in
packaged form from plants regulated
under other Federal orders; and

(iv) To the extent that the receipts
described in paragraphs (a)(1)(i)
through (iii) of this section exceed the
gross Class I utilization of skim milk,
the excess receipts shall be subtracted
pursuant to paragraph (a)(3)(vi) of this
section.

(2) Subtract from the pounds of skim
milk in Class II the pounds of skim
milk in the receipts of skim milk in
bulk concentrated fluid milk products
and in other source milk (except other
source milk received in the form of an
unconcentrated fluid milk product or a
fluid cream product) that is used to
produce, or added to, any product in
Class II (excluding the quantity of such
skim milk that was classified as Class
IV milk pursuant to § 1000.40(d)(3)). To
the extent that the receipts described
in this paragraph exceed the gross
Class II utilization of skim milk, the
excess receipts shall be subtracted pur-
suant to paragraph (a)(3)(vi) of this sec-
tion.

(3) Subtract from the pounds of skim
milk remaining in each class, in series
beginning with Class IV, the pounds of
skim milk in:

(i) Receipts of bulk concentrated
fluid milk products and other source
milk (except other source milk re-
ceived in the form of an
unconcentrated fluid milk product);

(ii) Receipts of fluid milk products
and bulk fluid cream products for
which appropriate health approval is
not established and from unidentified
sources;

(iii) Receipts of fluid milk products
and bulk fluid cream products from an
exempt plant;

(iv) Fluid milk products and bulk
fluid cream products received from a
producer-handler as defined under the
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order in this part, or any other Federal
order;

(v) Receipts of fluid milk products
from dairy farmers for other markets;
and

(vi) The excess receipts specified in
paragraphs (a)(1)(iv) and (a)(2) of this
section.

(4) Subtract from the pounds of skim
milk remaining in all classes other
than Class I, in sequence beginning
with Class IV, the receipts of fluid milk
products from an unregulated supply
plant that were not previously sub-
tracted in this section for which the
handler requests classification other
than Class I, but not in excess of the
pounds of skim milk remaining in
these other classes combined.

(5) Subtract from the pounds of skim
milk remaining in all classes other
than Class I, in sequence beginning
with Class IV, receipts of fluid milk
products from an unregulated supply
plant that were not previously sub-
tracted in this section, and which are
in excess of the pounds of skim milk
determined pursuant to paragraphs
(a)(5)(i) and (ii) of this section;

(i) Multiply by 1.25 the pounds of
skim milk remaining in Class I at this
allocation step; and

(ii) Subtract from the result in para-
graph (a)(5)(i) the pounds of skim milk
in receipts of producer milk and fluid
milk products from other pool plants.

(6) Subtract from the pounds of skim
milk remaining in all classes other
than Class I, in sequence beginning
with Class IV, the pounds of skim milk
in receipts of bulk fluid milk products
from a handler regulated under another
Federal order that are in excess of bulk
fluid milk products transferred or di-
verted to such handler, if other than
Class I classification is requested, but
not in excess of the pounds of skim
milk remaining in these classes com-
bined.

(7) Subtract from the pounds of skim
milk remaining in each class, in series
beginning with Class IV, the pounds of
skim milk in fluid milk products and
bulk fluid cream products in inventory
at the beginning of the month that
were not previously subtracted in this
section.

(8) Subtract from the pounds of skim
milk remaining in each class at the

plant receipts of skim milk in fluid
milk products from an unregulated
supply plant that were not previously
subtracted in this section and that
were not offset by transfers or diver-
sions of fluid milk products to the un-
regulated supply plant from which
fluid milk products to be allocated at
this step were received. Such subtrac-
tion shall be pro rata to the pounds of
skim milk in Class I and in Classes II,
III, and IV combined, with the quantity
prorated to Classes II, III, and IV com-
bined being subtracted in sequence be-
ginning with Class IV.

(9) Subtract from the pounds of skim
milk remaining in each class the
pounds of skim milk in receipts of bulk
fluid milk products from a handler reg-
ulated under another Federal order
that are in excess of bulk fluid milk
products transferred or diverted to
such handler that were not subtracted
in paragraph (a)(6) of this section. Such
subtraction shall be pro rata to the
pounds of skim milk in Class I and in
Classes II, III, and IV combined, with
the quantity prorated to Classes II, III,
and IV combined being subtracted in
sequence beginning with Class IV, with
respect to whichever of the following
quantities represents the lower propor-
tion of Class I milk:

(i) The estimated utilization of skim
milk of all handlers in each class as an-
nounced for the month pursuant to
§ 1000.45(a); or

(ii) The total pounds of skim milk re-
maining in each class at this allocation
step.

(10) Subtract from the pounds of
skim milk remaining in each class the
pounds of skim milk in receipts of fluid
milk products and bulk fluid cream
products from another pool plant and
from a handler described in § 1135.11 of
this chapter according to the classi-
fication of such products pursuant to
§ 1000.42(a).

(11) If the total pounds of skim milk
remaining in all classes exceed the
pounds of skim milk in producer milk,
subtract such excess from the pounds
of skim milk remaining in each class
in series beginning with Class IV.

(b) Butterfat shall be allocated in ac-
cordance with the procedure outlined
for skim milk in paragraph (a) of this
section.
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(c) The quantity of producer milk in
each class shall be the combined
pounds of skim milk and butterfat re-
maining in each class after the com-
putations pursuant to paragraphs (a)
and (b) of this section.

§ 1000.45 Market administrator’s re-
ports and announcements con-
cerning classification.

(a) Whenever required for the purpose
of allocating receipts from plants regu-
lated under other Federal orders pursu-
ant to § 1000.44(a)(9) and the cor-
responding step of § 1000.44(b), the mar-
ket administrator shall estimate and
publicly announce the utilization (to
the nearest whole percentage) in Class
I during the month of skim milk and
butterfat, respectively, in producer
milk of all handlers. The estimate
shall be based upon the most current
available data and shall be final for
such purpose.

(b) The market administrator shall
report to the market administrators of
other Federal orders as soon as possible
after the handlers’ reports of receipts
and utilization are received, the class
to which receipts from plants regulated
under other Federal orders are allo-
cated pursuant to §§ 1000.43(d) and
1000.44 (including any reclassification
of inventories of bulk concentrated
fluid milk products), and thereafter
any change in allocation required to
correct errors disclosed on the
verification of such report.

(c) The market administrator shall
furnish each handler operating a pool
plant and each handler described in
§ 1135.11 of this chapter who has shipped
fluid milk products or bulk fluid cream
products to a plant fully regulated
under another Federal order the class
to which the shipments were allocated
by the market administrator of the
other Federal order on the basis of the
report by the receiving handler and, as
necessary, any changes in the alloca-
tion arising from the verification of
such report.

(d) The market administrator shall
report to each cooperative association
which so requests, the percentage of
producer milk delivered by members of
the association that was used in each
class by each handler receiving the
milk. For the purpose of this report,

the milk so received shall be prorated
to each class in accordance with the
total utilization of producer milk by
the handler.

Subpart G—Class Prices
§ 1000.50 Class prices, component

prices, and advanced pricing fac-
tors.

Class prices per hundredweight of
milk containing 3.5 percent butterfat,
component prices, and advanced pric-
ing factors shall be as follows. The
prices and pricing factors described in
paragraphs (a), (b), (c), (e), (f), and (q)
of this section shall be based on a
weighted average of the most recent 2
weekly prices announced by the Na-
tional Agricultural Statistical Service
(NASS) before the 24th day of the
month. These prices shall be an-
nounced on or before the 23rd day of
the month and shall apply to milk re-
ceived during the following month. The
prices described in paragraphs (g)
through (p) of this section shall be
based on a weighted average for the
preceding month of weekly prices an-
nounced by NASS on or before the 5th
day of the month and shall apply to
milk received during the preceding
month. The price described in para-
graph (d) of this section shall be de-
rived from the Class II skim milk price
announced on or before the 23rd day of
the month preceding the month to
which it applies and the butterfat price
announced on or before the 5th day of
the month following the month to
which it applies.

(a) Class I price. The Class I price per
hundredweight, rounded to the nearest
cent, shall be .965 times the Class I
skim milk price plus 3.5 times the
Class I butterfat price.

(b) Class I skim milk price. The Class I
skim milk price per hundredweight
shall be the adjusted Class I differen-
tial specified in § 1000.52 plus the higher
of the advanced pricing factors com-
puted in paragraph (q)(1) or (2) of this
section.

(c) Class I butterfat price. The Class I
butterfat price per pound shall be the
adjusted Class I differential specified in
§ 1000.52 divided by 100, plus the ad-
vanced butterfat price computed in
paragraph (q)(3) of this section.
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(d) The Class II price per hundred-
weight, rounded to the nearest cent,
shall be .965 times the Class II skim
milk price plus 3.5 times the Class II
butterfat price.

(e) Class II skim milk price. The Class
II skim milk price per hundredweight
shall be the advanced Class IV skim
milk price computed in paragraph
(q)(2) of this section plus 70 cents.

(f) Class II nonfat solids price. The
Class II nonfat solids price per pound,
rounded to the nearest one-hundredth
cent, shall be the Class II skim milk
price divided by 9.

(g) Class II butterfat price. The Class II
butterfat price per pound shall be the
butterfat price plus $.007.

(h) Class III price. The Class III price
per hundredweight, rounded to the
nearest cent, shall be .965 times the
Class III skim milk price plus 3.5 times
the butterfat price.

(i) Class III skim milk price. The Class
III skim milk price per hundredweight,
rounded to the nearest cent, shall be
the protein price per pound times 3.1
plus the other solids price per pound
times 5.9.

(j) Class IV price. The Class IV price
per hundredweight, rounded to the
nearest cent, shall be .965 times the
Class IV skim milk price plus 3.5 times
the butterfat price.

(k) Class IV skim milk price. The Class
IV skim milk price per hundredweight,
rounded to the nearest cent, shall be
the nonfat solids price per pound times
9.

(l) Butterfat price. The butterfat price
per pound, rounded to the nearest one-
hundredth cent, shall be the U.S. aver-
age NASS AA Butter survey price re-
ported by the Department for the
month less 11.4 cents, with the result
divided by 0.82.

(m) Nonfat solids price. The nonfat
solids price per pound, rounded to the
nearest one-hundredth cent, shall be
the U.S. average NASS nonfat dry milk
survey price reported by the Depart-
ment for the month less 13.7 cents,
with the result divided by 1.02.

(n) Protein price. The protein price per
pound, rounded to the nearest one-hun-
dredth cent, shall be computed as fol-
lows:

(1) Compute a weighted average of
the amounts described in paragraphs
(n)(1)(i) and (ii) of this section:

(i) The U.S. average NASS survey
price for 40-lb. block cheese reported by
the Department for the month; and

(ii) The U.S. average NASS survey
price for 500-pound barrel cheddar
cheese (39 percent moisture) reported
by the Department for the month plus
3 cents;

(2) Subtract 17.02 cents from the price
computed pursuant to paragraph (n)(1)
of this section and multiply the result
by 1.405;

(3) Add to the amount computed pur-
suant to paragraph (n)(2) of this sec-
tion an amount computed as follows:

(i) Subtract 17.02 cents from the price
computed pursuant to paragraph (n)(1)
of this section and multiply the result
by 1.582;

(ii) Subtract the butterfat price com-
puted pursuant to paragraph (l) of this
section from the amount computed
pursuant to paragraph (n)(3)(i) of this
section; and

(iii) Multiply the amount computed
pursuant to paragraph (n)(3)(ii) of this
section by 1.28.

(o) Other solids price. The other solids
price per pound, rounded to the nearest
one-hundredth cent, shall be the U.S.
average NASS dry whey survey price
reported by the Department for the
month minus 13.7 cents, with the result
divided by 0.968.

(p) Somatic cell adjustment. The so-
matic cell adjustment per hundred-
weight of milk shall be determined as
follows:

(1) Multiply .0005 by the weighted av-
erage price computed pursuant to para-
graph (n)(1) of this section and round
to the 5th decimal place;

(2) Subtract the somatic cell count of
the milk (reported in thousands) from
350; and

(3) Multiply the amount computed in
paragraph (p)(1) of this section by the
amount computed in paragraph (p)(2) of
this section and round to the nearest
full cent.

(q) Advanced pricing factors. For the
purpose of computing the Class I skim
milk price, the Class II skim milk
price, the Class II nonfat solids price,
and the Class I butterfat price for the
following month, the following pricing
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factors shall be computed using the
weighted average of the 2 most recent
NASS U.S. average weekly survey
prices announced before the 24th day of
the month:

(1) An advanced Class III skim milk
price per hundredweight, rounded to
the nearest cent, shall be computed as
follows:

(i) Following the procedure set forth
in paragraphs (n) and (o) of this sec-
tion, but using the weighted average of
the 2 most recent NASS U.S. average
weekly survey prices announced before
the 24th day of the month, compute a
protein price and an other solids price;

(ii) Multiply the protein price com-
puted in paragraph (q)(1)(i) of this sec-
tion by 3.1;

(iii) Multiply the other solids price
per pound computed in paragraph
(q)(1)(i) of this section by 5.9; and

(iv) Add the amounts computed in
paragraphs (q)(1)(ii) and (iii) of this
section.

(2) An advanced Class IV skim milk
price per hundredweight, rounded to

the nearest cent, shall be computed as
follows:

(i) Following the procedure set forth
in paragraph (m) of this section, but
using the weighted average of the 2
most recent NASS U.S. average weekly
survey prices announced before the
24th day of the month, compute a non-
fat solids price; and

(ii) Multiply the nonfat solids price
computed in paragraph (q)(2)(i) of this
section by 9.

(3) An advanced butterfat price per
pound, rounded to the nearest one-hun-
dredth cent, shall be calculated by
computing a weighted average of the 2
most recent U.S. average NASS AA
Butter survey prices announced before
the 24th day of the month, subtracting
11.4 cents from this average, and divid-
ing the result by 0.82.

§ 1000.51 [Reserved]

§ 1000.52 Adjusted Class I differentials.
The Class I differential adjusted for

location to be used in § 1000.50(b) and (c)
shall be as follows:
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§ 1000.53 Announcement of class
prices, component prices, and ad-
vanced pricing factors.

(a) On or before the 5th day of the
month, the market administrator for
each Federal milk marketing order
shall announce the following prices (as
applicable to that order) for the pre-
ceding month:

(1) The Class II price;
(2) The Class II butterfat price;
(3) The Class III price;
(4) The Class III skim milk price;
(5) The Class IV price;
(6) The Class IV skim milk price;
(7) The butterfat price;
(8) The nonfat solids price;
(9) The protein price;
(10) The other solids price; and
(11) The somatic cell adjustment

rate.
(b) On or before the 23rd day of the

month, the market administrator for
each Federal milk marketing order
shall announce the following prices and
pricing factors for the following
month:

(1) The Class I price;
(2) The Class I skim milk price;
(3) The Class I butterfat price;
(4) The Class II skim milk price;
(5) The Class II nonfat solids price;

and
(6) The advanced pricing factors de-

scribed in § 1000.50(q).

§ 1000.54 Equivalent price.
If for any reason a price or pricing

constituent required for computing the
prices described in § 1000.50 is not avail-
able, the market administrator shall
use a price or pricing constituent de-
termined by the Deputy Administrator,
Dairy Programs, Agricultural Mar-
keting Service, to be equivalent to the
price or pricing constituent that is re-
quired.

Subpart H—Payments for Milk
§ 1000.70 Producer-settlement fund.

The market administrator shall es-
tablish and maintain a separate fund
known as the producer-settlement fund
into which the market administrator
shall deposit all payments made by
handlers pursuant to §§lll.71,
lll.76, and lll.77 of each Federal
milk order and out of which the mar-

ket administrator shall make all pay-
ments pursuant to §§lll.72 and
lll.77 of each Federal milk order.
Payments due any handler shall be off-
set by any payments due from that
handler.

§ 1000.76 Payments by a handler oper-
ating a partially regulated distrib-
uting plant.

On or before the 25th day after the
end of the month (except as provided in
§ 1000.90), the operator of a partially
regulated distributing plant, other
than a plant that is subject to
marketwide pooling of producer re-
turns under a State government’s milk
classification and pricing program,
shall pay to the market administrator
for the producer-settlement fund the
amount computed pursuant to para-
graph (a) of this section or, if the han-
dler submits the information specified
in §§lll.30(b) and lll.31(b) of the
order, the handler may elect to pay the
amount computed pursuant to para-
graph (b) of this section. A partially
regulated distributing plant that is
subject to marketwide pooling of pro-
ducer returns under a State govern-
ment’s milk classification and pricing
program shall pay the amount com-
puted pursuant to paragraph (c) of this
section.

(a) The payment under this para-
graph shall be an amount resulting
from the following computations:

(1) From the plant’s route disposition
in the marketing area:

(i) Subtract receipts of fluid milk
products classified as Class I milk from
pool plants, plants fully regulated
under other Federal orders, and han-
dlers described in § 1000.9(c) and § 1135.11
of this chapter, except those receipts
subtracted under a similar provision of
another Federal milk order;

(ii) Subtract receipts of fluid milk
products from another nonpool plant
that is not a plant fully regulated
under another Federal order to the ex-
tent that an equivalent amount of fluid
milk products disposed of to the
nonpool plant by handlers fully regu-
lated under any Federal order is classi-
fied and priced as Class I milk and is
not used as an offset for any payment
obligation under any order; and
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(iii) Subtract the pounds of reconsti-
tuted milk made from nonfluid milk
products which are disposed of as route
disposition in the marketing area;

(2) For orders with multiple compo-
nent pricing, compute a Class I dif-
ferential price by subtracting Class III
price from the current month’s Class I
price. Multiply the pounds remaining
after the computation in paragraph
(a)(1)(iii) of this section by the amount
by which the Class I differential price
exceeds the producer price differential,
both prices to be applicable at the loca-
tion of the partially regulated distrib-
uting plant except that neither the ad-
justed Class I differential price nor the
adjusted producer price differential
shall be less than zero;

(3) For orders with skim milk and
butterfat pricing, multiply the remain-
ing pounds by the amount by which the
Class I price exceeds the uniform price,
both prices to be applicable at the loca-
tion of the partially regulated distrib-
uting plant except that neither the ad-
justed Class I price nor the adjusted
uniform price differential shall be less
than the lowest announced class price;
and

(4) Unless the payment option de-
scribed in paragraph (d) is selected, add
the amount obtained from multiplying
the pounds of labeled reconstituted
milk included in paragraph (a)(1)(iii) of
this section by any positive difference
between the Class I price applicable at
the location of the partially regulated
distributing plant (less $1.00 if the re-
constituted milk is labeled as such)
and the Class IV price.

(b) The payment under this para-
graph shall be the amount resulting
from the following computations:

(1) Determine the value that would
have been computed pursuant to
§lll.60 of the order for the partially
regulated distributing plant if the
plant had been a pool plant, subject to
the following modifications:

(i) Fluid milk products and bulk fluid
cream products received at the plant
from a pool plant, a plant fully regu-
lated under another Federal order, and
handlers described in § 1000.9(c) and
§ 1135.11 of this chapter shall be allo-
cated at the partially regulated distrib-
uting plant to the same class in which

such products were classified at the
fully regulated plant;

(ii) Fluid milk products and bulk
fluid cream products transferred from
the partially regulated distributing
plant to a pool plant or a plant fully
regulated under another Federal order
shall be classified at the partially regu-
lated distributing plant in the class to
which allocated at the fully regulated
plant. Such transfers shall be allocated
to the extent possible to those receipts
at the partially regulated distributing
plant from the pool plant and plants
fully regulated under other Federal or-
ders that are classified in the cor-
responding class pursuant to paragraph
(b)(1)(i) of this section. Any such trans-
fers remaining after the above alloca-
tion which are in Class I and for which
a value is computed pursuant to
§lll.60 of the order for the partially
regulated distributing plant shall be
priced at the statistical uniform price
or uniform price, whichever is applica-
ble, of the respective order regulating
the handling of milk at the receiving
plant, with such statistical uniform
price or uniform price adjusted to the
location of the nonpool plant (but not
to be less than the lowest announced
class price of the respective order); and

(iii) If the operator of the partially
regulated distributing plant so re-
quests, the handler’s value of milk de-
termined pursuant to §lll.60 of the
order shall include a value of milk de-
termined for each nonpool plant that is
not a plant fully regulated under an-
other Federal order which serves as a
supply plant for the partially regulated
distributing plant by making ship-
ments to the partially regulated dis-
tributing plant during the month
equivalent to the requirements of
§lll. 7(c) of the order subject to the
following conditions:

(A) The operator of the partially reg-
ulated distributing plant submits with
its reports filed pursuant to
§§lll.30(b) and lll.31(b) of the
order similar reports for each such
nonpool supply plant;

(B) The operator of the nonpool plant
maintains books and records showing
the utilization of all skim milk and
butterfat received at the plant which
are made available if requested by the
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market administrator for verification
purposes; and

(C) The value of milk determined
pursuant to §lll.60 for the unregu-
lated supply plant shall be determined
in the same manner prescribed for
computing the obligation of the par-
tially regulated distributing plant; and

(2) From the partially regulated dis-
tributing plant’s value of milk com-
puted pursuant to paragraph (b)(1) of
this section, subtract:

(i) The gross payments that were
made for milk that would have been
producer milk had the plant been fully
regulated;

(ii) If paragraph (b)(1)(iii) of this sec-
tion applies, the gross payments by the
operator of the nonpool supply plant
for milk received at the plant during
the month that would have been pro-
ducer milk if the plant had been fully
regulated; and

(iii) The payments by the operator of
the partially regulated distributing
plant to the producer-settlement fund
of another Federal order under which
the plant is also a partially regulated
distributing plant and, if paragraph
(b)(1)(iii) of this section applies, pay-
ments made by the operator of the
nonpool supply plant to the producer-
settlement fund of any order.

(c) The operator of a partially regu-
lated distributing plant that is subject
to marketwide pooling of returns under
a milk classification and pricing pro-
gram that is imposed under the author-
ity of a State government shall pay on
or before the 25th day after the end of
the month (except as provided in
§ 1000.90) to the market administrator
for the producer-settlement fund an
amount computed as follows:

After completing the computations
described in paragraphs (a)(1)(i) and (ii)
of this section, determine the value of
the remaining pounds of fluid milk
products disposed of as route disposi-
tion in the marketing area by multi-
plying the hundredweight of such
pounds by the amount, if greater than
zero, that remains after subtracting
the State program’s class prices appli-
cable to such products at the plant’s
location from the Federal order Class I
price applicable at the location of the
plant.

(d) Any handler may elect partially
regulated distributing plant status for
any plant with respect to receipts of
nonfluid milk ingredients that are re-
constituted for fluid use. Payments
may be made to the producer-settle-
ment fund of the order regulating the
producer milk used to produce the
nonfluid milk ingredients at the posi-
tive difference between the Class I
price applicable under the other order
at the location of the plant where the
nonfluid milk ingredients were proc-
essed and the Class IV price. This pay-
ment option shall apply only if a ma-
jority of the total milk received at the
plant that processed the nonfluid milk
ingredients is regulated under one or
more Federal orders and payment may
only be made to the producer-settle-
ment fund of the order pricing a plu-
rality of the milk used to produce the
nonfluid milk ingredients. This pay-
ment option shall not apply if the
source of the nonfluid ingredients used
in reconstituted fluid milk products
cannot be determined by the market
administrator.

§ 1000.77 Adjustment of accounts.
Whenever audit by the market ad-

ministrator of any handler’s reports,
books, records, or accounts, or other
verification discloses errors resulting
in money due the market adminis-
trator from a handler, or due a handler
from the market administrator, or due
a producer or cooperative association
from a handler, the market adminis-
trator shall promptly notify such han-
dler of any amount so due and payment
thereof shall be made on or before the
next date for making payments as set
forth in the provisions under which the
error(s) occurred.

§ 1000.78 Charges on overdue ac-
counts.

Any unpaid obligation due the mar-
ket administrator, producers, or coop-
erative associations from a handler
pursuant to the provisions of the order
shall be increased 1.0 percent each
month beginning with the day fol-
lowing the date such obligation was
due under the order. Any remaining
amount due shall be increased at the
same rate on the corresponding day of
each succeeding month until paid. The
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amounts payable pursuant to this sec-
tion shall be computed monthly on
each unpaid obligation and shall in-
clude any unpaid charges previously
computed pursuant to this section. The
late charges shall accrue to the admin-
istrative assessment fund. For the pur-
pose of this section, any obligation
that was determined at a date later
than prescribed by the order because of
a handler’s failure to submit a report
to the market administrator when due
shall be considered to have been pay-
able by the date it would have been due
if the report had been filed when due.

Subpart I—Administrative Assess-
ment and Marketing Service
Deduction

§ 1000.85 Assessment for order admin-
istration.

On or before the payment receipt
date specified under §lll.71 of each
Federal milk order each handler shall
pay to the market administrator its
pro rata share of the expense of admin-
istration of the order at a rate speci-
fied by the market administrator that
is no more than 5 cents per hundred-
weight with respect to:

(a) Receipts of producer milk (includ-
ing the handler’s own production)
other than such receipts by a handler
described in § 1000.9(c) that were deliv-
ered to pool plants of other handlers;

(b) Receipts from a handler described
in § 1000.9(c);

(c) Receipts of concentrated fluid
milk products from unregulated supply
plants and receipts of nonfluid milk
products assigned to Class I use pursu-
ant to § 1000.43(d) and other source milk
allocated to Class I pursuant to
§ 1000.44(a) (3) and (8) and the cor-
responding steps of § 1000.44(b), except
other source milk that is excluded
from the computations pursuant to
§lll.60 (d) and (e) of parts 1005, 1006,
and 1007 of this chapter or §lll.60 (h)
and (i) of parts 1001, 1030, 1032, 1033,
1124, 1126, 1131, and 1135 of this chapter;
and

(d) Route disposition in the mar-
keting area from a partially regulated
distributing plant that exceeds the
skim milk and butterfat subtracted
pursuant to § 1000.76(a)(1) (i) and (ii).

§ 1000.86 Deduction for marketing
services.

(a) Except as provided in paragraph
(b) of this section, each handler in
making payments to producers for
milk (other than milk of such handler’s
own production) pursuant to §lll.73
of each Federal milk order shall deduct
an amount specified by the market ad-
ministrator that is no more than 7
cents per hundredweight and shall pay
the amount deducted to the market ad-
ministrator not later than the pay-
ment receipt date specified under
§lll.71 of each Federal milk order.
The money shall be used by the market
administrator to verify or establish
weights, samples and tests of producer
milk and provide market information
for producers who are not receiving
such services from a cooperative asso-
ciation. The services shall be per-
formed in whole or in part by the mar-
ket administrator or an agent engaged
by and responsible to the market ad-
ministrator.

(b) In the case of producers for whom
the market administrator has deter-
mined that a cooperative association is
actually performing the services set
forth in paragraph (a) of this section,
each handler shall make deductions
from the payments to be made to pro-
ducers as may be authorized by the
membership agreement or marketing
contract between the cooperative asso-
ciation and the producers. On or before
the 15th day after the end of the month
(except as provided in § 1000.90), such
deductions shall be paid to the coopera-
tive association rendering the services
accompanied by a statement showing
the amount of any deductions and the
amount of milk for which the deduc-
tion was computed for each producer.
These deductions shall be made in lieu
of the deduction specified in paragraph
(a) of this section.

Subpart J—Miscellaneous
Provisions

§ 1000.90 Dates.

If a date required for a payment con-
tained in a Federal milk order falls on
a Saturday, Sunday, or national holi-
day, such payment will be due on the
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next day that the market administra-
tor’s office is open for public business.

§ 1000.91 [Reserved]

§ 1000.92 [Reserved]

§ 1000.93 OMB control number as-
signed pursuant to the Paperwork
Reduction Act.

The information collection require-
ments contained in this part have been
approved by the Office of Management
and Budget (OMB) under the provisions
of Title 44 U.S.C. chapter 35 and have
been assigned OMB control number
0581–0032.

PART 1001—MILK IN THE
NORTHEAST MARKETING AREA

Subpart—Order Regulating Handling

GENERAL PROVISIONS

Sec.
1001.1 General provisions.

DEFINITIONS

1001.2 Northeast marketing area.
1001.3 Route disposition.
1001.4 Plant.
1001.5 Distributing plant.
1001.6 Supply plant.
1001.7 Pool plant.
1001.8 Nonpool plant.
1001.9 Handler.
1001.10 Producer-handler.
1001.11 [Reserved]
1001.12 Producer.
1001.13 Producer milk.
1001.14 Other source milk.
1001.15 Fluid milk product.
1001.16 Fluid cream product.
1001.17 [Reserved]
1001.18 Cooperative association.
1001.19 Commercial food processing estab-

lishment.

HANDLER REPORTS

1001.30 Reports of receipts and utilization.
1001.31 Payroll reports.
1001.32 Other reports.

CLASSIFICATION OF MILK

1001.40 Classes of utilization.
1001.41 [Reserved]
1001.42 Classification of transfers and diver-

sions.
1001.43 General classification rules.
1001.44 Classification of producer milk.
1001.45 Market administrator’s reports and

announcements concerning classifica-
tion.

CLASS PRICES

1001.50 Class prices, component prices, and
advanced pricing factors.

1001.51 Class I differential and price.
1001.52 Adjusted Class I differentials.
1001.53 Announcement of class prices, com-

ponent prices, and advanced pricing fac-
tors.

1001.54 Equivalent price.

PRODUCER PRICE DIFFERENTIAL

1001.60 Handler’s value of milk.
1001.61 Computation of producer price dif-

ferential.
1001.62 Announcement of producer prices.

PAYMENTS FOR MILK

1001.70 Producer-settlement fund.
1001.71 Payments to the producer-settle-

ment fund.
1001.72 Payments from the producer-settle-

ment fund.
1001.73 Payments to producers and to coop-

erative associations.
1001.74 [Reserved]
1001.75 Plant location adjustments for pro-

ducer milk and nonpool milk.
1001.76 Payments by a handler operating a

partially regulated distributing plant.
1001.77 Adjustment of accounts.
1001.78 Charges on overdue accounts.

ADMINISTRATIVE ASSESSMENT AND MARKETING
SERVICE DEDUCTION

1001.85 Assessment for order administra-
tion.

1001.86 Deduction for marketing services.

AUTHORITY: 7 U.S.C. 601–674, and 7253.

SOURCE: 64 FR 47954, Sept. 1, 1999, unless
otherwise noted.

Subpart—Order Regulating
Handling

GENERAL PROVISIONS

§ 1001.1 General provisions.
The terms, definitions, and provi-

sions in part 1000 of this chapter apply
to this part 1001. In this part 1001, all
references to sections in part 1000 refer
to part 1000 of this chapter.

DEFINITIONS

§ 1001.2 Northeast marketing area.
The marketing area means all the

territory within the bounds of the fol-
lowing states and political subdivi-
sions, including all piers, docks and
wharves connected therewith and all
craft moored thereat, and all territory
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